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DECEMBER 1982
CPA
An AICPA publication for the local firm
THE BASICS OF CLIENT-CENTERED PRACTICE DEVELOPMENT
Client attrition is a factor that every CPA firm has to 
consider. Clients merge, go out of business or are lost 
to other firms and the practice must constantly be 
renewed. Also, changes in economic conditions alter 
clients needs for CPA services and their expecta­
tions of what these services should do for them. For 
example, if business conditions are soft, clients may 
need an early warning system to alert them to possi­
ble problems, or they may want the CPA to serve as a 
sounding board for some of their ideas. And they are 
more likely to expect fast, responsive service.
These circumstances demand that a CPA firm 
organize its practice development program in ways 
that foster the expansion of services to present cli­
ents and that help in retaining key clients. The pro­
gram must also aid in upgrading marginal clients, 
attracting desirable new ones and enabling the firm 
to sense and respond to clients' needs.
A few professional firms may engage in aggressive 
hard-sell tactics but many actually avoid the con­
scious development of any marketing program. 
They reason that by rendering high-quality services 
to their clients, the clients will be satisfied and re­
ceptive to new services and will recommend the 
firm to others. Unfortunately, this assumes that 
competitors are not practicing stronger forms of 
marketing, and it also means that the clients are 
choosing the firm, rather than the other way round. 
Many professional firms find that a client-centered 
program is a better approach to marketing their 
services.
Practice development is really the result of the 
development of relationships that already exist— 
your present clients being the most important ele­
ment of the program. To be effective, your market­
ing efforts should be distributed among all staff 
members, based on their interests and capabilities, 
not left to just a few individuals, and you must have 
someone who is responsible for coordinating the 
program and making things happen. Also, you must 
be prepared to make your marketing program equal 
to all other aspects of running a practice and to 
allocate a budget for training, planning and promo­
tion. The program will initially call for building on 
your relationships with present clients and develop­
ing referrals and an awareness of your firm.
The first step then is to audit your practice— 
determine who the key clients are and the best 
sources of referrals. Establish where your firm’s 
strengths lie, what your primary markets are and 
what opportunities are present. Develop appropri­
ate strategies to retain and expand services to key 
clients. This is important because your best cli­
ents—the ones who know you well—are on someone 
else's target list. You will find that you can do both of 
these things if you have a client-centered perspec­
tive, take steps to enhance your working relation­
ships and maintain communication with clients 
between engagements. You should also work to im­
prove clients' understanding of the value of your 
services and to expand services to them by identify­
ing their needs and problems and by developing a 
suggested services program. Plant the seed by talk­
ing about the benefits that will accrue to them such 
as reduced costs, a smoother running operation and 
increased profits; don’t dwell on the techniques of 
what you have to do.
Key referral sources should be cultivated and pro­
spective clients identified. The criteria for good 
prospects include high growth and profit potential
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Total staff involvement is essential in smaller firms and 
the program should look something like the above.
and the possibility of attracting other clients in the 
same industry.
As part of its marketing program, your firm 
should undertake to increase its overall market visi­
bility and reputation—create a favorable awareness 
of itself. Several methods are available, such as join­
ing various associations, holding seminars, sponsor­
ing scholarships, awards or training programs and 
engaging in public speaking and writing assign­
ments. In all cases, one’s degree of comfort will be 
paramount in selecting one’s tools.
One final step in your practice development pro­
gram should be to prune those clients that offer little 
growth potential, require an undue amount of atten­
tion and produce less than a normal rate of return. 
This is an essential decision which really needs to be 
made if you are serious about upgrading your 
practice.
The question facing CPA firms is not whether to 
engage in any marketing; it is how to do it effec­
tively. With competitors setting up organized pro­
grams for business development, local CPA firms 
cannot remain indifferent to it.
—by Richard A. Connor, Jr.
CPA Marketing Services
6711 Bracken Court 
Springfield, Virginia
The Professions Image
As we continue through the 1980s, it becomes in­
creasingly evident that we CPAs need to be more 
aware of our professional image. Surveys show that 
CPAs are well respected by the business, financial 
and legal communities and are thought of as busi­
ness and tax advisers by users of their services.
The biggest image problem the profession faces is 
the rather negative one that individual CPAs have of 
themselves. It is time for every CPA to look squarely 
at our overall professional image and visibly dem­
onstrate what users of our services already know— 
that CPAs are creative, intelligent and knowledga­
ble business advisers.
The question for each of us then becomes, “What 
have I done lately to help improve the profession’s 
image?” Here are some suggestions:
□ Serve a community or charitable organization 
in a leadership capacity.
□ Deliver a presentation to local civic or business 
groups.
□ Prepare articles for local newspapers, profes­
sional journals, etc.
□ Address a high school or college audience on 
the CPA profession.
□ Accept responsibility for an office, committee 
or other duty for your local chapter, society or 
for the Institute.
It should be clear that we belong to one of the most 
rewarding professions. We are also faced with 
changes and challenges, which include
□ The increasing number of specific standards 
that must be observed and communicated to 
clients and others.
□ Changing tax laws.
□ Competition within the profession.
□ Increasing operating costs (especially salary 
costs).
□ Client resistance to fees.
□ Specialization.
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To meet these challenges and increase the public’s 
awareness of our profession as well, we should all be 
a positive force in contributing to the professions 
image. We also must seek opportunities to discuss 
the profession with the public and to portray it as a 
constructive force in the economy. One of the best 
things we can do in this regard is to talk about our 
profession to young people thinking of becoming 
CPAs. We will be tomorrow what we bring into the 
profession today.
- by Jerrell A. Atkinson, CPA 
Albuquerque, New Mexico
The above ideas are based on an article Mr. Atkinson 
wrote for the president’s column of the November 1982 
issue of the New Mexico CPA Journal.
Release of Confidential 
Client Information
In the July issue of the Practicing CPA, we published 
an unofficial commentary by the ethics division staff 
on the subject of AICPA Ethics Code Rule 301, "Confi­
dential Client Information.” Several members have 
commented that various state statutes on the subject 
may have provisions which affect a member’s obliga­
tions in complying with a subpoena. To further clarify 
this matter, the ethics division has issued the following 
addendum.
Inquiries were received concerning the effect of 
state statutes, regulations issued under accoun­
tancy laws and the Internal Revenue Code. State 
statutes may declare that client financial informa­
tion shall not be disclosed without the express con­
sent of the client. Regulations of state boards of 
accountancy promulgated pursuant to state accoun­
tancy statutes may contain language essentially the 
same as state statutes. Some of these statutes and 
regulations may include exceptions for a subpoena 
issued under court rules and some may not.
When a CPA receives a subpoena, it may be ad­
visable to consult a lawyer, and it may be necessary 
to establish whether such a demand for information 
is from a client. There may be situations where it is 
unclear whether, for example, a spouse or partner is 
a client. Perhaps a more difficult issue involves de­
termining the efficacy of a subpoena. While some 
statutes or regulations make exception for a validly 
issued subpoena enforceable by court order, the ad­
vice of some lawyers on the specific exceptions in 
some jurisdictions is that a subpoena may be hon­
ored only if, in fact, enforced by the court.
On Selecting an Inhouse Computer— 
Another Viewpoint
Selecting computer systems is sometimes akin to 
buying an expensive dinner and winding up with 
severe indigestion. Just as that bad experience could 
result from several causes—tainted food, an incom­
petent chef or eating to excess—it is unfair to simply 
blame the computer supplier or programmer for a 
sour installation.
I agree with the textbook approach to selecting a 
computer, i.e., first determine its feasibility, then 
define the requirements and expected results, exam­
ine the alternatives and finally select and ade­
quately test the most attractive option. However, I 
question the efficacy of accountants or business peo­
ple playing computer expert and thus losing sight of 
their primary objectives, namely, that they get what 
they bargained for—computer systems that deliver 
the best possible results.
The past few years have witnessed immense 
strides in the technology of hardware and software. 
Computer magazines are frightening in their re­
porting of developments in improving power, 
throughput, transfer rates, flexibility of operating 
systems, etc. Words such as CP/M, UNIX and CICS 
mean little to the average accountant, so what pur­
pose is served by encouraging users and potential 
users to incorporate such computerese into their 
vocabularies?
I am not suggesting that accountants contemplat­
ing using computers divorce themselves from learn­
ing all they can about their new investments. (It 
would be foolish to abrogate this responsibility.) 
Nevertheless, learning is a far cry from what the 
average purchaser is being asked to do.
Accountants are first deluged by hardware and 
software salesmen until they are totally confused as 
to what can be delivered by any of two dozen or 
more vendors. Original goals are forgotten and the 
salesperson who appears to be the most professional 
(very often the last one in the door) automatically 
assumes the highest credibility. Our blood would 
boil to think of allowing a client to make a decision 
of less import on the same criteria.
Other accountants read articles on how to select a 
computer, spend thousands of dollars of billable 
time seeing various systems and end up as confused 
as the previous group.
So what am I advocating? I’m saying that you 
don’t have to be an expert to make the right deci­
sion—you only need an expert. The following steps 
should give a significantly greater chance at success.
□ Use your time to analyze your needs and define 
your requirements. Then have an independent
Practicing CPA, December 1982
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EDP type person assist you in deciding what 
the viable alternatives are. After the decision 
has been made, spend sufficient time finding 
out how to expand your horizons concerning 
possible applications available for use on the 
system.
□ Assure the competency of your independent 
advisor by doing more than a cursory review of 
credentials. Talk to previous clients to check 
that he or she has a proven capacity to under­
stand your needs and a track record of suc­
cessfully installing state-of-the-art computer 
systems.
□ Spend as much time as necessary developing 
the language of the specifications to be incor­
porated into the contract. You will save a lot of 
grief and money post-intallation by defining 
your specifications pre-installation. Make sure 
that your contract has a guaranty clause for 
support running at least 90 days after your 
acceptance of the system.
□ Test the adequacy of the documentation by 
using the system. Delaying its full use could 
establish credibility problems and might 
jeopardize your position in the event that there 
are latent hardware and/or software bugs.
□ After the system has been installed and is run­
ning, expand its uses. Move into areas that are 
both profitable and exciting. Perform audit 
steps, compliance tests, validation work, pro­
jections and all the other things you’ve read 
about.
Essentially, what I am trying to promote is a back- 
to-basics approach. I believe that the most profita­
ble way for accountants to use computers is as tools 
in their practices, not as divertissements. If you just 
want to have fun with computers, by all means buy 
one. But buy it for the house. Otherwise be prepared 
for a bout of indigestion in the office.
-by Ronald S. Berkley, CPA 
Garden City, New York
Buy Good Lead
Buying cheap pencils often turns out to be a 
poor economy measure. The time spent by staff 
sharpening poor-quality pencils probably off­
sets any savings made over the cost of good­
quality pencils. And if the user's train of 
thought is constantly interrupted, the cost is 
even higher.
Adapted from Doty, Jarrow 
Client Information Bulletin
Keeping the Firm Profitable in 
Turbulent Times
A popular session at the recent AICPA annual meet­
ing was a panel discussion by members of the man­
agement of an accounting practice committee that 
dealt with the maintenance of firm profits in a diffi­
cult economic climate. According to Jerrell A. Atkin­
son, the moderator, the five basic areas that cause 
turbulence in a practice are inflation, salaries, the 
fee structure and client acceptance of it, collection 
of fees and competition from other firms. Mr. Atkin­
son remarked that the profitability of a firm can 
eliminate about 50 percent of these problems. With 
Mr. Atkinson on the panel were Howard I. Bernstein, 
Robert F. Warwick and Erwin Bud Wittus. Here are 
some of their comments.
Warwick
The mainentance of profits requires the effective 
utilization of the firms resources—the time and 
skills of its people. Efforts to increase this produc­
tivity are hampered by the need to maintain high 
standards of quality and by CPE requirements, 
which in our firm average 100 man-hours per year 
(up from 25 hours a few years ago) and by the need to 
have the right people in the right place at the right 
time. Increasing productivity, therefore, requires 
careful budgeting, scheduling and follow-up. If not 
done properly, staff morale suffers and good client 
services and relationships are jeopardized.
In our firm, we believe in long-term scheduling 
(one year, updated each quarter) as well as prepar­
ing a budget for every engagement. Our system be­
gins with a projection of the number of hours we 
expect to charge a client during the twelve months 
following the date of the budget. These budgets in­
clude hours broken down by months, staff classi­
fications and, if possible, staff names. This 
information is submitted to the scheduling partner 
by the partner in charge of a particular client at the 
beginning of each quarter. The scheduling partner 
reviews the information as it relates to the firm’s 
overall quality control objectives regarding staff 
abilities, firmwide workloads, individual career 
patterns, independence, etc. Any changes made are 
reported to the submitting partner, and any unre­
solved differences of opinion are referred to the 
managing partner for a final decision. We budget 75 
percent of the following chargeable hour standards:
□ Staff accountant 1800 hours□ Senior accountant 1800 hours□ Supervisors 1600 hours□ Managers 1600 hours□ Partners 1200 hours
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Our system is monitored by the firm administra­
tor and a clerical staff person, with one partner 
being responsible for it. Although we know that it is 
not perfect, we believe that our system of having an 
annual schedule for each professional with the 
hours budgeted by month, and a current schedule of 
actual assignments in process provides scheduling 
partners (in each office) with a tool to maximize the 
utilization of staff skills. It reduces staff uncertainty 
over schedules and last minute scheduling changes 
and makes it easier to monitor individuals for a 
variety of engagements.
Wittus
Setting fees is a difficult art. You must not only be 
able to cover your expenses and attract the staff and 
partners you want but you must also earn an ade­
quate return on your investment.
In our firm, billings are pretty much divided be­
tween hourly charges and fixed fees. While the 
quality of service is the same whether it is on a fixed 
fee or per diem basis, fixed fees do have some advan­
tages in that they are easier to sell and bill. They also 
make it easier to look at the engagement in terms of 
its profitability.
In this regard, we examine our cost system with 
respect to fixed fees twice a year to see how both 
firm and client are doing and to determine how long 
it has been since the last adjustment.
Per diem rates are based on 3 to 3½ times compen­
sation rate, with estate work and special services 
commanding higher figures. Rates are designed to 
build in ordinary expenses and we bill odd amounts. 
We find the odd numbers are inclined to be more 
acceptable than if we rounded them off.
Collection problems often increase during times 
of economic difficulty, and we suffer more write­
downs and tend to carry extended receivables. 
Charging retainers or getting fees in advance can 
minimize the problem as can imposing a service 
charge on receivables (which more firms are doing). 
One suggestion is to go over time records with cli­
ents or even to cut off services to the really tardy 
ones. We have even been known to take a client to the 
bank to arrange a loan in an effort to get quicker 
payment. Suing for fees? Well, we have on occasion, 
but first consider the time and effort involved and 
the possible negative effect this might have.
Bernstein
Two major management information systems are 
needed in a CPA firm—one for management of the 
firm itself and the other to manage the delivery of 
services to clients. Modern computers can supply 
more information than anyone cares to have, so a 
system is required that provides brief reports on 
truly important matters backed up by availability of 
detailed reports.
In the management of a CPA firm, the truly impor­
tant matters are production, realization, collection 
and payroll expenses. The firm needs (usually 
monthly) the information shown below.
The Important Matter The Brief Report The Detailed Backup Data
Production Firm productivity analysis Production by individual
Firm actual production vs. production 
goals
Individual production vs. production 
goals
Weekly time available report and monthly 
schedule
Year ahead schedule
Partner chargeable time report
Realization Firm actual realization vs. goal  
Partner actual realization vs. goal Realization by client within partner
Collection WIP—aged one line for each partner WIP—aged by client within partner
Accounts receivable—aged one line for 
each partner
Accounts receivable—aged by client 
within partner
Weekly accounts receivable hot list
Weekly report on accounts receivable 
collection action
Payroll expense See all production reports above
Payroll dollars as percent of produced 
values
Salary spreadsheet—individuals within 
months
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In client service management, the important mat­
ters might include on-time tax returns, on time fi­
nancial statements, and effective tax planning and 
business advice as the exhibit indicates.
The Important Matter The Brief Report
On-time tax returns Tax compliance list




Weekly report of financial 
statement in holding 
drawer
Effective tax planning, and 
business and financial 
advice to clients
Let’s talk
Ten Ways to Help Your Clients 
Succeed in Business
Bankers often put the blame for problem loans on 
poor business management. In turn, business peo­
ple think that bankers don’t understand their busi­
nesses. In an effort to help its clients improve 
relations with their bankers, Michael Gray and As­
sociates, a CPA firm in Englewood, Colorado, de­
veloped a booklet detailing ten rules for business 
success. Coupled with these rules, the firm encour­
ages clients to set up a management team consisting 
of management and supervisory personnel, and the 
clients CPAs, attorneys and bankers. The following 
rules for business owners are based on excerpts that 
appeared in the November 1982 issue of Robert Mor­
ris Associates’ Commercial Lending Newsletter.
□ Increase your awareness. Determine what your 
business is, why it works the way it does, what 
your customers expect, how you can be the 
best, if you really need all that overhead to 
make money and what you can do differently 
to increase profits.
□ Be totally committed. Devote all of your efforts 
and resources to this one business and be bet­
ter at it than anyone else.
□ Prepare a bluepint for success. Study the eco­
nomics of your company and find out what it 
costs you to do business. Determine if there is a 
better way to generate sales and safeguard 
your assets, etc. Incorporate this information 
into a monthly budget.
□ Continually work to learn your business. Each 
month measure your progress in building your 
company by comparing your actual operation 
to your blueprint. Calculate each variance, 
analyze it and constantly update your budget.
□ Establish an accounting system. You need to be 
able to check the financial status and progress 
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of your company. Your reporting system 
should enable you to quickly make compari­
sons of vital operating statistics and see how 
your results to date stack up against your 
blueprint.
□ Develop an idea group. Establish a formal 
monthly meeting of your management team 
and other key people in your firm. Always have 
an agenda, encourage a creative atmosphere 
and have everyone study the variances from 
budget and come up with ideas and sugges­
tions for improving the operation of the 
company.
□ Do it now. Put your knowledge, ability and the 
ideas developed in the monthly meetings to 
work immediately. Make doing it now a part of 
your habits.
□ Develop a successful image. Always seek to grow 
on a personal level. Participate in conferences 
and seminars to improve your self-confidence 
and self-image. Do the things that make you 
feel uncomfortable, such as meeting new peo­
ple or accepting public speaking engagements. 
With every success, your self-image will im­
prove and you will become more effective.
□ Be cautious and conservative. When business is 
good, pay off debts and position your company 
better financially. Don’t increase overhead on 
the premise that business is always going to be 
good. Cut overhead and tighten operations 
when business is down so that your company 
can still be profitable.
□ Involve your employees. Communicate com­
pany goals so that employees know what is 
expected of them. Help them set personal goals 
that support company objectives. Involve em­
ployees so that their ideas can be considered by 
management, and never miss an opportunity 
to congratulate them when they do a good job.
With more banks now putting emphasis on their 
own profitability, application of just these simple 
techniques may make all the difference in your cli­
ents’ relations with them. For some more ideas on 
helping clients in the management of their busi­
nesses, practitioners might like to refer to the fol­
lowing articles that have appeared in the Practicing 
CPA: “Providing Business Advice to Clients; Ex­
panding Your Capability" (August 1978); "Business 
Planning for Small Business Clients” (March and 
April 1979); “One Picture is Worth a Thousand 
Words” (August 1980); "Graphics to Help Managers” 
(August 1982); "Computer-Generated Financial 
Ratios” (September 1982); "Computer-Generated 
Breakeven Analysis” (November 1982).
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Salaries Still Rising for Some
College Graduates
According to a survey recently completed for Ab­
bott, Langer & Associates’ "1982 College Recruiting 
Report," the general upward trend in starting sal­
aries of inexperienced college graduates is con­
tinuing. The report includes analyses of 36 curricula 
and 21 types of employers. Probably few accounting 
firms are included in the employer group, but the 
trends are interesting because industry competes 
for accounting graduates.
Of the graduates with a bachelors degree, those in 
engineering enjoyed the biggest increase in average 
starting salaries—up 9.0 percent from last year to 
$2,015 per month. The highest paying employers for 
this group were petroleum/natural gas firms 
($2,300). Technical (non-engineering) BA/BS gradu­
ates received average starting salaries 8.2 percent 
higher at $1,794.
The average for nontechnical bachelor graduates 
rose only 1.6 percent from last year to $1,311. The 
highest paying employer group was again pe­
troleum/natural gas ($1,684). Of the curricula, the
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